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SIERRA LEONE: KEY ECONOMIC INDICATORS 


BASIC DATA 


Area: 27,925 square miles 
Population: 3.5 million (1982 est.) 
2.3% Growth Rate 
125 persons per square mile (approx.) 
GDP per capita (1980/81): US$350 (approx.) at current prices 


(Money values below are in millions of dollars except where noted.) 
(Parentheses signify deficit or decrease.) 
Fiscal Year = July - June 


A B c % Change 
1978/79 1979/80 1980/81 C/B 


GDP at Current Prices 1083 1326 22.4 
% Real GDP Growth Rate 3,7 0.5 -- 

Consumption 1074 1342 25.0 
Investment 176 (4.0) 


GDP by Sectors (% of total GDP) 

Agriculture, Forestry, Fishing 3 (1.6) 
Mining (20.2) 
Manufacturing (1.8) 
Trade and Tourism 5. 
Transportation and Communication ace 
Other a. 


Central Government Finance 


Total Revenue and Grants 
Total Expenditure 

(including Extra-budgetary) 
Overall Deficit 


Money and Prices 
(Calendar Year) 


Money and Quasi Money Supply 
(Year end/Leones) 

Central Bank Discount Rate 
(Year End) 

Wholesale Price Index 
(1975 = 100) 

Consumer Price Index 
(Freetown; 1961 = 100) 


Baiance of Payments and Trade 

Current Account Balance** (18 }) (170) (6.1) ** 
Capital Account Balance 122 (62.3) 
Foreign Exchange 32. (48.4) 
Balance of Trade** (171) (21.1) ** 
Exports (FOB) 213 (23.5) 
Imports (FOB) 385 (22.6) 


Trade with the U.S.A. 


Exports to the U.S.A.* 86 80 (36.3) 
Imports from the U.S.A. 16 ma 28 334.3 


NOTES: Figures not always consistent because of varying sources. Many figures 
are estimates. Sierra Leonean data have been converted at Lel.00 = $0.9453 for 
1979; $0.9528 for 1980; $0.8639 for 1981. 


*Due to the manner in which trade statistics are calculated, diamond purchases 
made from the CSO in London by U.S. buyers are considered as imports from Sierra 
Leone. Sierra Leone, however, considers these diamonds as exports to Great 
Britain and not the U.S.A. The U.S. Department of Commerce figures are used in 
this report. 

**, decrease in deficit represents an advance toward surplus. 





SUMMARY 


Sierra Leone is a country in which about 70 percent 
of the population is involved in agriculture, primarily 
for subsistence purposes. A minerally rich country, 
Sierra Leone has relied upon the mining sector in 
general and diamonds in particular as the engine of 
the economy. The country experienced slow rates 
of growth in the 1970's, with more of the same in 
store for the early 1980's due to a decline in the 
mining sector that has eroded its export base. The 
sizable balance of payments deficits in the past few 
ears, were due to worldwide inflation, particularly 
in the price of oil; the recession in the United 
States, which had a crippling effect on the price of 
diamonds as the United States is the world's largest 
market for gem quality diamonds; declining diamond 
production; setbacks in local rice production requiring 
rice imports much greater than traditional levels; 
expenditures related to the hosting of the 1980 
Organization of African Unity (OAU) Conference and 
the 1981 Economic Community of West African States 
(ECOWAS) Conference; and the depreciation of the leone 
vis-a-vis the dollar. Sierra Leone's short-term 
prospects depend heavily upon a continued flow of 
external assistance. The recently introduced two- 
tier foreign exchange system was devised with help 
from the International Monetary Fund (IMF), and there 
is a possibility that the IMF might be able to work 
out a new program to stabilize the economy to replace 
the failed program of 1981. 


CURRENT ECONOMIC SITUATION AND TRENDS 


OVERVIEW OF THE ECONOMY: The Sierra Leonean economy's 
poor performance in 1981/82 marked a further decline 
in the country's falling economic growth rate and 

a continuation in its staggering budget deficits. 

Soft markets and low prices for its major mineral 

and agricultural exports, declining recorded crop 
production, high energy costs, and extensive smuggling 
and black marketeering have contributed to the country's 
problems. They are major causes of Sierra Leone's 
critical foreign exchange shortage, which in turn has 
hampered normal commercial and industrial activity. 

A 20-month wait for foreign exchange allocations 
became the norm by late 1982. Many of the country's 
most prominent enterprises, including its refinery, 
brewery, flour mili, and major mining companies, were 
forced to lay off workers or temporarily cease 
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production during the past year owing to the 

various causal factors cited above. Fuel shortages 
caused particular hardship upcountry, while in 
Freetown, long lines at service stations and city- 
wide power shortages became more frequent. Recent 
government measures aimed at easing the foreign 
exchange crunch and stimulating the economy include 

a revised 1982/83 budget presented in October 1982 
(which projected a deficit of Le 144.85 million 
instead of the originally proposed deficit of 

Le 236.7 million) and a two-tier foreign exchange 
system introduced in December 1982. Both measures 
were also aimed at attracting additional or renewed 
support from the IMF and other multilateral or 
bilateral assistance sources. The country has also 
recently edged away from its traditional private 
sector crude oil suppliers, even though long term 
benefits from this move are not apparent. New 
majority indigenously-owned enterprises include Sierra 
Leone Airlines (60 percent government, 20 percent 
Sierra Leonean private sector, and 20 percent Alia-. 
owned); the International Bank for Trade and Industry 
(57 percent Sierra Leonean private sector, 43 percent 
Bylos Bank of Lebanon); and the SERACEM cement factory. 


MINING: Mineral ‘exports continue to be Sierra 

Leone's principal foreign excharge earner. Diamonds 
alone have consistently accounted for over half of 
Sierra Leone's export earnings. Steep declines in 
recorded diamond production and persistently weak 
prices have, therefore, had a significantly debilitating 
effect on the Sierra Leonean economy. The National 
Diamond Mining Company (DIMINCO) was forced to lay 

off 1800 employees in 1982, and the country's 
estimated total recorded diamond production in 1981/82 
dropped by over 20 percent from 1980/81 totals to 

less than 340,000 carats (production peaked at nearly 
two million carats in 1969). A 100,000 carat drop 

in Alluvial Diamond Mining Scheme (ADMS) production 
accounted for most of the shortfall. ADMS production 
is expected to diminish further as alluvial deposits 
are depleted and the diamonds become more difficult 
and costly to extract. The value of 1981/82 diamond 
exports is estimated at $50 million, about 30 percent 
less than the preceding fiscal year (July-June in 
Sierra Leone). ~ Illegal diamond mining and smuggling 
have further deprived the country of foreign exchange. 
The prospect of diamond-bearing kimberlite ore mining 
has often been a source of optimism for the Sierra 
Leone diamond sector. If still-unsettled financial 
arrangements for the proposed $100 million kimberlite 
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project can be concluded soon, production could begin 

around 1986. Once on line, kimberlite production. 

could probably generate enough caratage to halt or even 

reverse current production declines if market demand also rises. 


The Marampa iron ore mines were officially reopened 
in December 1982 and their initial export shipment 
is scheduled to leave Sierra Leone in January 1983. 
The wholly government-owned Marampa Iron Ore Mining 
Company (MIOM) is utilizing Austromineral, a 
subsidiary of the Austrian firm Voest-Alpine, as 
general contractor and manager of the operation. 
Austromineral carried out the $15 million rehabilitation 
of the mines, which had been closed since 1975. The 
revived operation obtains ore both by open pit 
mining and dredging of old tailing ponds. It boasts 
of a modern dressing system that enriches the iron 
ore to 63-66 percent FE content. MIOM expects to 
export one million tons of concentrate annually. 


Production of rutile, a titanium ore, did not expand 

as expected during 1982. The primary use of the 

mineral is in paint manufacture. External events, 

such as slumping automobile production and construction 
starts in the United States and elsewhere, weakened world 
demand for rutile. A rebound, however, in the demand of 
these foreign industries would likely mean a renewal of 
the promising upward trend in the output and earnings 
that existed in immediately preceding years. 


Bauxite ore production fell from 694,000 metric tons 
(mt) in 1980/81 to an estimated 560,000 mt in 1981/82. 
The value of bauxite exports, nevertheless, 

rose during 1981/82, fetching about $11.5 million, 

a 17 percent boost over the previous fiscal year. 
Recently installed drying facilities at the Sierra 
Leone Ore and Metal Company (SIEROMCO -- a subsidiary 
of Alusuisse) were largely responsible for the higher 
export earnings. SIEROMCO was able to produce 
improved quality dry bauxite for better prices. 


Off shore oil exploratory drilling by Mobil Exploration 
in 1982 in the Sherbo Straits did not produce any 
immediate positive results. The Government of Sierra 
Leone and several other firms, however, are apparently 
interested in pursuing both onshore and further off- 
shore exploration. Finds in other West African countries 
and the foreign exchange savings or earnings that 

would accrue from even a small strike are strong 
incentives for the Government to persist in this 
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area; the likelihood of discovering oil, however, 
seems less now than it did a year ago. 


AGRICULTURE: An estimated 70 percent of Sierra Leone's 
populace is engaged in agriculture, primarily for 
subsistence purposes. Agriculture, fishing, and 
forestry account for about a third of gross domestic 
product -- the largest portion of any sector of the 
economy. Coffee and cocoa often vie with various 
minerals for second place in the country's export 
earnings list. The lure of hard currency and evasion 
of export duties have produced a high level of 
unrecorded agricultural production that is being 
smuggled to neighboring countries. 


Depressed world markets for Sierra Leone's major 
export crops resulted in an across-the-board decline 
in their recorded 1981/82 production. Sierra Leone 
Produce Marketing Board (SLPMB) purchases of coffee, 
cocoa, and palm kernels fell by about eight, sixteen, 
and thirteen percent respectively. A reversal of 
this trend will probably hinge on whether better 
prices can be provided to producers. 


The country' s major food crop is rice with imports 
accounting for 10-20 percent of domestic 

consumption. The Government of Sierra 

Leone has made rice self-sufficiency by 1986 a major 
policy objective and the 1982/83 revised budget has 
allocated funds to increase the price paid to farmers 
for husk rice. Numerous externally-aided projects 
seek to bolster rice output. Production in 1981/82, 
however, is believed to have declined, in part because 
of unseasonably early rains. The Government's deter- 
mination to achieve sélf-sufficiency, should lead 

to an increase in domestic output, but outside 

supply will remain necessary in the short to medium 
term. The United States provided $3 million in PL 480 
rice in (U.S.) FY 1982 and Japan also provided rice 
under concessional terms. The Government has 
eliminated the SLPMB's monopoly in rice importation, 
opening both the importing and marketing of this 
important commodity to the private sector. 


GOVERNMENT FINANCES: Initial budget estimates for 
1982/83 made in June projected a deficit of nearly 
$200 million. (Note: Dollar figures used in this 
section are based on Leone exchange rates valid at 
the time projections were made.) Owing to what was 
termed "very encouraging" expenditure trends during 





a Fa 


mid-1982, the revised October budget profile pro- 
jected a reduced deficit of $115 million. Total 
projected expenditures were revised to about 

$315 million, of which some $95 million would be 
used for development. A 25 percent cut was to be 
applied to all June 1982 expenditure requests. In 
addition, it was announced that no extrabudgetary 
expenditures would be considered. If the Government 
can indeed hold the line on extrabudgetary items, 
it would be a major accomplishment. These items 
have comprised a relatively high percentage of 
total expenditures in recent years. The revised 
budget program also proposed measures aimed at 
reducing fraud and malfeasance, topics on which the 
local press has frequently focused of late. 


Total revenue and grants for 1982/83 are projected 
to be about $200 million. A major goal of the 
revised budget is the expansion of Sierra Leone's 
revenue base. The Minister of Finance has expressed 
dismay over revenue shortfalls and indicated that 

an approach had been made to the World Bank for 

a structural readjustment loan. Some adjustments 
were made to import and excise duties, but the heart 
of the Government's program focuses on increasing 
the efficiency and thoroughness of revenue collection, 
rather than on increasing the nominal tax burden. ~ 


In his October 1982 budget speech, the Finance 
Minister stated that the Government "has resumed 

an effective dialogue with the IMF with a view to 
reaching an early understanding." He also stressed 
that IMF assistance is critical -- certainly no 
understatement. In July 1981, however, the IMF 
suspended a three-year extended fund facility arrange- 
ment only three months after its inception because 
of the Government of Sierra Leone's inability to 
meet agreed program performance criteria. The 
Government has also expressed an interest in negoti- 
ating a debt rescheduling under the auspices of 

the Paris Club. 


A major development in late 1982 was the introduction 
of a two-tier exchange rate system. Stated objectives 
of the new system include: 


-- stimulating exports; 


-- pulling foreign exchange earnings from the 
black market into the domestic banking 
system; 
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-- providing foreign exchange in a timely 
manner at prices reflecting its scarcity; and 


-- eliminating -the commercial arrears pipeline. 


The lower "official market” rate is used for such 
things as purchases of essential commodities (oil, 
flour, etc.), imports associated with loans and 
grants, payments of official debts and items previously 
approved for the foreign exchange pipeline. Other 
foreign exchange transactions will be handled via 
the "commercial market" rate, which receives bi- 
weekly foreign exchange allocations from the Bank 
of Sierra Leone. The commercial market rate and 
recipients are determined by auction -- the highest 
bidders receive the available foreign exchange and 
the exchange rate is set equivalent to the price 
offered by the lowest of the successful bidders. 


The success of the two-tier system in eradicating 
smuggling and black marketeering will largely depend 
on the ability of the commercial market rate to 
approximate the going black market rate. Whether 

it will do so is still in question. 


At the same time that the Government of Sierra Leone 
announced the new exchange system, it also announced 
the abolition of unnumbered import licenses, which 
had frequently been used to purchase imports with 
foreign exchange acquired outside the banking system. 
Their elimination is an additional attack at the 
black market. 


FOREIGN ASSISTANCE: Sierra Leone has received sub- 
stantial economic assistance from multilateral 

lending institutions, Western development assistance 
countries, and the People's Republic of China. 

Major aid projects aimed at improving agricultural 
productivity are being financed in whole or part by 

the World Bank's International Development Agency (IDA), 
the European Economic Community (EEC), and the 

African Development Bank. In addition, a number of 
projects ar2 the result of bilateral agreements. An 
example of the latter is the highly successful 

Adaptive Crop Research and Extension (ACRE) project 

of USAID, which is being implemented in conjunction 
with the Sierra Leonean Ministry of Agriculture and 
Forestry, and Njala University College. Several private 
agencies such as CARE and Catholic Relief Services 

are also actively assisting the agricultural sector 

and rural population. 
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Sierra Leone's road building and maintenance program 

is highly dependent on grants and concessional loans. 
Development of farm-to-market feeder roads and upgrading 
of the Freetown-Monrovia highway are examples of 
transportation projects relying on external funding. 


In the energy field, the Bumbuna Hydroelectric Project 

has received an increase in aid commitment from the IDA to 
$50 million. Production of detailed engineering plans for 
this project on the Seli River are currently underway. 
Total project cost is estimated at $352 million. In 
addition, the Mano River Union (composed of Sierra 

Leone, Liberia, and Guinea) is seeking development 

of a hydroelectric project on the Mano River that 

would supply energy to both Sierra Leone and Liberia. 
Realization of either of these projects would result 

in reduced oil import bills and a better energy 

source for much of the mining sector, which now 

relies heavily on diesel-powered generators. 


IMPLICATIONS FOR AMERICAN BUSINESS: While foreign 
investment is officially encouraged by the Government 
of Sierra Leone, certain aspects of Sierra Leone's 
business climate are discouraging, and give 

reason for American investors to proceed with caution. 
The Government of Sierra Leone welcomes foreign 
investment through the provision of investment 
incentives to both wholly foreign-owned and joint 
ventures. At a recent government-sponsored conference 
on private sector participation in Sierra Leone's 
economic development, in which at least six cabinet 
ministers participated, Government's interest in 
private investment was stressed. The 1960 Develop- 
ment of Industries Act is outdated, but a long- 
delayed new industrial development code should soon 
be promulgated. The new code reportedly will give 
particular attention to the development of agro-based 
industries using domestic raw materials. However, some 
contemplated investment incentives may run counter to 
efforts to increase revenues. 


Current legislation permits, upon approval by the 

Bank of Sierra Leone, the transfer of dividends, 
principal, and interest payments. Because of severely 
limited foreign exchange reserves, the bank's foreign 
exchange pipeline requires about 20 months before 
currency conversion is completed. The length of the 
pipeline has steadily increased over the past year, - 
It is unclear whether recent measures will be 
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successful in reversing this distressing trend. 
Several firms dependent on raw material imports 

from abroad have at times been forced to reduce 
local production sharply or temporarily cease pro- 
duction altogether because of difficulties in 
obtaining foreign exchange allocations for necessary 
imports. 


Local business practices include an uncomfortably 

high incidence of influence peddling and bribery, 
known as "dash!" A no-nonsense approach and the aid 
of a good local partner or consultant may suffice 

to circumvent these practices, which run contrary to 
United States corrupt practices legislation. Frus- 
trations and delays may be experienced, but they often 


represent only minor setbacks. 


Low wages, high unemployment, the pressures of ob- 
ligations to extended families, the erosion of real 
income, and an escalating cost of living are major 
causes of the dash system and an increasingly high 
incidence of theft. These same factors raise questions 
in the minds of some observers about Sierra-Leone's 
economic and political stability. Since independence 
in 1961, Sierra Leone has had three coups and a 

number of unsuccessful coup attempts. Most recently, 
a 90-day state of emergency was proclaimed in 
September 1981 in order to’ control the effects of a 
general strike called by the Sierra Leone Labor 
Congress in support of economic and social demands. 

A second 90-day state of emergency was declared in 
December 1981. Sierra Leone has been a one-party 
Parliamentary democracy since 1978. It has tradition- 
ally been oriented to the West and is friendly with 
the United States. No American firm has been exproe 
priated or nationalized to date, and American businesses 
have enjoyed the rights and privileges laid down in 
the laws of Sierra Leone irrespective of changes of 
government. U.S. companies operating in Sierra Leone 
include Sierra Rutile, Ltd., Mobil Oil, Texaco Africa, 
Seaboard West Africa, Sierra Leone Diamonds, Ltd., 
Sterling Products, Louis Berger International, and 
American Life Insurance Company. Most major American 
firms in Sierra Leone are insured by the Overseas 
Private Investment Corporation (OPIC). 


The United States is a major recipient of Sierra Leone's 
diamonds, rutild, coffee, and cocoa. It purchased 
over 30 percent of Sierra Leone's total exports in 1981. 
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The United States provided only about nine percent of 
Sierra Leone's 1981 imports, but that represent nearly a 
doubling from 1980 of the U.S. share. Value of imports from 
the United States rose by 24 percent during that 

period, while the value of recorded exports to the 
United States fell by a surprising 40 percent, a 

figure that exceeded even the overall 29 percent drop 

in recorded Sierra Leonean exports. An increase in 
smuggling may in part explain these latter declines. 

The relative strength of the dollar, the understand- 
able hesitancy of U.S. suppliers to ship without 
confirmed letters of credit, and periodic delays in 
ocean freight deliveries from U.S. ports, may hamper 
further short term growth in U.S. exports to Sierra 
Leone. On the other hand, there is an increasing 
awareness of and preference for U.S. products that 

bode well for the future, given an improvement in 

the uncertain foreign exchange situation. 


There are good prospects for U.S. exports of machinery, 
manufactured products, foodstuffs, and cosmetics. 

Major road development projects may create a demand 
for graders, bulldozers, heavy trucks, and rollers. 
Opportunities also exist for the sale of agricultural 
equipment, chemicals, fertilizers, feed corn, wheat, 
and rice. Sierra Leone's profitable fishing industry 
has been a good market for trawlers. U.S. textiles 
maintain a dominant position on the local market. 


American investors may find some opportunities in 
mining, manufacturing, and agrobusiness. Government 
policy in the mining sector is for Sierra Leoneans to 
have controlling equity interest in most new enter- 
prises. Deep gold mining is presently less encumbered 
with government regulations than other ventures in 
this sector. With regard to manufacturing, although 
Sierra Leone's domestic market is small, the country's 
membership in the Mano River Union and the Economic 
Community of West African States (ECOWAS) could provide 
a larger market for light industry based in Sierra 
Leone. Utilization of Sierra Leone's many skilled 
tailors to stitch pre-cut garments for re-export 
would be a possible manufacturing venture entailing 
low labor cost. 


t% U.S. GOVERNMENT PRINTING OFFICE: 1983—381-007/95 
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Announcing the 
Export Administration 
Annual Report for FY 1982 


This report answers your questions on export control: 

e How many license applications were processed in FY 1982? 

e What commodities controlled under the Export Administration 
Act were exported to the U.S.S.R., Soviet Bloc countries, and 
the People’s Republic of China? 

What were the national security, foreign policy, an” short supply 
contro!s in operation during FY 1982, and how were they 
employed? 

How has export control enforcement been stepped up in the 
past year? 

What have beer the achievements of the program to keep U.S. 
companies from complying with foreign boycotts? 


The report also includes: 

e The Export Administration Act of 1979, as amended. 

e The reports to Congress extending and expanding foreign poli- 
cy export controls in February 1982, June 1982 (Libya), and No- 
vember 1982 (U.S.S.R.). 


Let the Office of Export Administration answer : 
your export control questions. Call the Export- Use the order blank below to receive your copy of the Export Ad- 
ers’ Service Staff, (202) 377-4811. \ ministration Annual Report for FY 1982. The cost is $7.00 a copy. 


ORDER FORM To: 


Superintendent of Documents. U.S. Government Printing Office, Washington, D.C. 20402 


Credit Card Orders Only 
Enciosed te $ —____ [) check, Total charges $______ Fill in t*2 boxes below. 


0 money order, or charge to my 
Deposit Account No. 


LITT TTT )-0) 


Order No. 


Credit 

cadNo. LLLTTTITITTITIITI IIT) 
Expiration Date 
Month/Yeez Cais 


Please send me____copy(ies) of the U.S. Department of Commerce Export Administration 
Annual Report FY 1982 S/N 003-000-00582-8. For Office Use Only 


Name—First, Last 


Quantity Charges 


Enclosed 


Postage 


PL Lit tt To be mailed .............. 
ompany name or additional address line Subscriptions ......... 


treet address 


ity 


PLEASE PRINT OR TYPE 


SII Lh LY UPNS 
(or Country) ».. Discount 


Foreign handling .... 
MMOB 


tate ZIP Code “—_ 


Refund 
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